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d. 	 Divide labor costs by the most recent 

SMSA Index. (For this example,
.8386 

willbeusedforruralMississippi.) .8326 


$ 249.03 $161.05 
e. 	 Add the adjusted labor per diem and 


the non-labor per diem. This amount 

will be used for the specified

percentile maximum operating cost 


(See
calculation.Appendix B) $ 410.08 

For this example,
the class maximum 

operating cost is
$400.00 $ 400.00 

or
9 - Separate the lesser of feinto 
labor and non-labor categories as 

explained in V.D.5.f in the State 

Plan. $157.09 $242.91 


_ _ _ _ _ _  
h. Multiply labor per diem by
SMSAthe 


Wage Index. x .8386 
- $ 203.70 

======== 

i. Combine and apply the trend factor $ 203.70 
as donein 3 .c. above. The result is + 157.09 
theMedicaidProspectiveOperating 360.79 

Component.Cost 1.21 
$ 436.56 

This Hospital
s Medicaid Prospective
Rate is the sum2 .a.; 3.c. ; and 
4.i.: 

44.55 + $8.09 + $436.56 = 


TN NO 97-07 DATE RECEIVED !;[IV i.: 'q97 
SUPERSEDES DATE APPROVED jan

TN NO 96-14 DATE EFFECTIVE oct ii I, 143': 

x 
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APPENDIX B 

Maximum OperatingCost Component 

Procedures for determining the maximum ope ra t ing  cos t  component of 

reimbursement t o  hosp i t a l sa reasfo l lows :  

( 1 )F a c i l i t i e s  will be groupedaccording t o  t hebed- s i zec l a s s i f i ca t ions  

a se s t a b l i s h e d  i n  t heS ta t eP lan .  

( 2 )  	 The followingprocedureswill  be used separa te lyforeach  

c l a s s i f i c a t i o n  o f  f a c i l i t i e s .  

(a )Opera t ingcos t  per diems a sd e s c r i b e da t  V.D. and 

i l l u s t r a t e d  a t  Appendix A ,  3 . ,  will be arrayed from low t o  

h i g h .  

( b )  	 T h e  percent i lerange will be computed by d i v i d i n g  t he  

ind iv idua lproviderar rayloca t ion  number forthescheduled 

opera t ingcos tper  diems by the t o t a l  number o f  providers i n  

t hea r ray .  

( c )  The s e l e c t e dp e r c e n t i l ea ss p e c i f i e d  by this p l a n  wil lthen be 

determined. 

The f o l l o w i n g  i s  anexample ofthedeterminat ionofthe maximum opera t ing  
I 

cos tper  diem a t  t h e  8 0 t h  p e r c e n t i l e .  1
1 

PROVIDER ARRAY OPERATING COST 
LOCATION NUMBER PER DIEM PERCENTILE 

$50.00 9.09 
18.18 57.10 \ 

1’­

27.27 58.20 
36.36 58.25 
45.45 59.10 

, r:
54.55 62.90 i 

,i

63.64 76.80 F 
. I 

72.73* 	 80.01 I 
81.00 81 .82* 

90.91 92.00 
100.00 93.00 

1 I r-i_.
7: LJ

*The 8 0 t hp e r c e n t i l ef a l l s  between theope ra t ingcos t  per diems forprovider  ’ ‘i .: 
_ Iand 09. The 80th  .~numbers percent i le  i s  then computed by in t e rpo la t ion  . ’  V^ ‘r-,. 

x > 
and 	 i n  th is  example would be $80.80. . ,. .. -. 
.-, 
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APPENDIX C 

In f l a t ionFac to r  a n d  Industry TrendFactor 
rAn inputpriceindexwill  be used t o  compute the  reimbursable e change i n  

thepricesof  goods and  servicespurchased by hosp i t a l s .  The i n p u t  priceindex 

wi l lcons i s t  o f  a marketbasketclassif icat ionof  goodsand servicespurchased 

by hosp i t a l s ,  a correspondingsetofmarketbasketweightsforpurchased goods 

and s e r v i c e s ,  a n d  a r e l a t e ds e r i e s  of p r i ceind ica to r s .  Weightscorresponding 

t o  marketbasketcategoriesareforhospi ta ls  i n  theEastSouthCentralregion 

oftheUnitedStates  and a r e  s p e c i f i e d  i n  th i sappendix .  

Afterthecloseofeachcalendaryear,the i n p u t  priceindexwill  be 

ca l cu la t ed  t o  accountfor  actual 1 changes i n  t hep r i ceind ica to r s  based on t he  

marketbasketweights 

The indexwill bemade availablei l ab letotheMiss i s s ipp i  Medicaid Commission 

by theMississippiResearch and  Development Center. This f ac to rwi l l  be c a l l e d  

t h ei n f l a t i o nf a c t o r  and sha l l  be used for thepurposeofadjustingcostsfor 

a l lp rov ide r sto  a common yea r -endTh i sfac to rwi l l  be appl iedforthe  number 

of  monthsbetween themid-pointofeachprovider 'sreportingperiod and  the  

mid-pointofthe most recentlyendedcalendaryear.  The i n f l a t i o nf a c t o r  i s  

based on h is tor ica lda ta  and i s  no tsubjec ttorede termina t ion  a t  a l a t e rt i m e .  

The MississippiResearchand Development Centerwillalsoprovide a t rend 

f a c t o r  t o  projecttheinf la t ionrateforthenextreimbursementperiod.  B o t h  

t h e  i n f l a t i o n  f a c t o r  and  thet rendfac torwi l lusethe  same marketbasket, 

marketbasketweights, and  proxy p r i ceva r i ab le s .  

The t rendfac tor  i s  t o  be appl ied  f o r  t he  number of monthsbetween the  

mid-pointofthe most r ecen t ly  ended calendaryear  a n d  themid-pointofthe 

Transmittal #81-1 
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APPENDIX C cont. 

f ac to ri n f l a t i on  f a c t o r  for  costsThe t rend  and  educat ional  
will be determined onlyusingthe employeepayrol l  expenses and 
bene f i t spo r t i ono fthemarke tbaske tinth i s  appendix. 

TrendFactorAdjustment 
If thetrendfactorshould be more than orlessthantheactual  

i n f l a t i o nr a t ef o rt h ep e r i o do f  time i n  questionby more than 1% 
on an annual ized the prospect ive ca lcu lat ionbasis ,  next  ra te shal l  
include a t rend adjustment f o r  the betweenfactor difference the 

fac to r  used in  p rev ious  a c t u a lt rend  the  pe r iod  and t h e  i n f l a t i o n  
r a t e  f o r  t ha tpe r iod .  

Such a t rendfac torad jus tmentisto  be based on the same previous 
year 'scost  on which t h e  o r i g i n a l  t r e n d  f a c t o r  was applied. 

This i s  fu r therexp la ined as fo l lows:  

TrendFactor = A c t u a lI n f l a t i o n  TrendFactor x MedicaidOperating 
Rate fo rAdjustment P rev ious  used fo r  Diem f o r  

Year Previous Year Previous Year* 

*Thiscost i s  n o tt o  exceed thec lassce i l i ng  and i s  adjusted 

bythe wage index used inthep rev iousyear .  (See Appendix A, 4 ,  i). 
The t rend ad jus tment  educat ion  sha l lfac to r  fo r  cos ts  a lso  be 

determinedusingthe same proceduresasoutl ined above. 
The t rend adjustments befactor  shal l  added o r  deducted i n  

determiningnext Medicaid Ratethe year's Prospective immediately 
a f te rapp l i ca t i on  of the  fac to rsthethe  t rend per iod .  (See 
Appendix A, 3 ,  cand Appendix A, 4 ,  i). 

MarketBasket 
The fo l low ing  expenses ca tegor ies  marketsha l l  be used as the 
P r i ce  fo r  each l a t e s tbaske t .  i nd i ca to rs  category shall be t h e  

ava i l ab le  source as speci f iedin  Nat ional  Basketthe Market  Pr ice 
ProxiesortheFederalRegister. 

Supersedes TN #81-1 	 Datereceived 
Date Approved
Date Ef fec t i ve  
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EXPENSE c a t e g o r yr e l a t i v e  

1 WAGES 8 SALARIES 
BENEFITS 

3 PROFESSIONAL FEES 

4 MALPRACTICE INS 

5 FUEL 8 UTILITIES 

6 food 

7 other 
 -

weight 

0.5583 

0.0980 


0.6563 


0.0076 
0.0066 

0.0316 
0 . m  
0.2623 


a 

9 TOTAL 1.m 


2 



o f   

APPENDIX C 

Computation o f  R a t eS e t t i n gF a c t o r s  

The c a l c u l a t i o nM e d i c a i dt h e  P r o s p e c t i v e  Rate  uses t h e  

f o l l o w i n gr a t es e t t i n gf a c t o r s :  

1. I n f l a t i o nF a c t o r  

2. E d u c a t i o nI n f l a t i o nF a c t o r  

3 .  TrendFactor  

4 .  Educat ionTrendFactor  

5 .  laborPercentage 

6. Wage Fac to r  

The i rpurpose andmethod o f  compu ta t i ona reasfo l l ows :  

I n f l a t i o n  F a c t o r  

The i n f l a t i o n  a d j u s t so p e r a t i n g  f r o mf a c t o r  t h e  c o s t st h e  

p r o v i d e r ' sf i s c a ly e a r  end t o  December 31 ca lendar  Thea year  end, 

i n f l a t i o n  i s  f o l l ow ing  (anf a c t o rc a l c u l a t e d  by t he  s tepsexamp le  

i s  on page 26h): 

Supersedes TN # New 

T r a n s m i t t a l  189 - 5 
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1. Determine annualized inflation rate 


a. 	 Multiply the historical moving percentage (Column2) by 

the relative weight (Column3 )  for each of the expense 

categories (Column1). 

The historical moving percent is for the quarter ending 


December 31 of the provider's fiscal year ends (i
.e., 


8 8 : 4 ) .  

b. 	 The amounts determined in a above are totaled. This 


results in the annualized inflation rate. (See Column 4 


page 26h.) 


2. Determine inflation factor for each month 


a. Divide the annualized inflation rate determined in lb 

4 ,above by 12. (See example of page 26h; (Column line 


17 divided by 12). This results in a monthly inflation 


rate (column4, line 18). 


b. 	 Multiply the monthly inflation rate by the number of 


months between the provider's fiscal year end and March 


31. (i.e.,June 30 = 9;  September 30 = 6; December 31 = 

3 )  ­

girl' ;7 : ? y  
TN NO 97-07 DATE RECEIVED 

SUPERSEDES DATE APPROVED a ? 6 1 
TN NO 89-05 DATE EFFECTIVE3 5 %'! 



D a t e   
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E d u c a t i o nI n f l a t i o nF a c t o r  

The E d u c a t i o n  F a c t o r  i s  c a l c u l a t e dt h eI n f l a t i o n  b yf o l l o w i n g  

steps(anexample i s  on page 26i  ): 

1. D e t e r m i n et h ea n n u a l i z e de d u c a t i o ni n f l a t i o nr a t e .  

a .  C a l c u l a t et h ea d j u s t e dr e l a t i v ew e i g h t .  

(1). T o t a l  r e l a t i v e  f o rt h e  w e i g h t  t h e  expense c a t e g o r i e s  

1) wages and s a l a r i e s  and 2 )  employee b e n e f i t s  (Column 3, 

l i n e  4 ) .  

(example .5583 + .0980 = .6563) 

( 2 ) .  The r a t i oo ft h er e l a t i v ew e i g h t  (i.e., wages = .5583) 
-

t h e  o f  r e l a t i v e  t h et o  t o t a lt h e  w e i g h t s  ( .6563)  i s  

a d j u s t e dr e l a t i v ew e i g h t( i . e . ,  .5583 - ,6563 = .8507) 

b. M u l t i p l yt h e  m o v i n gh i s t o r i c a l  p e r c e n t a g e  (Column 2 )  by 

a d j u s t e d  w e i g h t  (Column 4)  a s  c a l c u l a t e dt h e  r e l a t i v e  i n  

( 2 )  above. (i.e., 4 . 8  x .8507 = 4.083). 

c.  The amounts d e t e r m i n e di n  b above a r e  T h i st o t a l e d .  r e s u l t s  

i nt h ea n n u a l i z e de d u c a t i o ni n f l a t i o nr a t e .( i . e . ,  Column 5, 

page 261) ( i  .e., 4.083 + .582 = 4.666). 

Supersedes TN I -New DateReceived 
DateApproved 
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2. Determine the education inflation factor for each month. 


a. 	 Divide the annualized education inflation rate (Column
4, 


line 17 by 12. This results in
a monthly education rate 

(Column 4, line 18) or (i.e., 4.67- 12 = .39). 

b. 	 Multiply the monthly education inflation rate(i.e./.39) 

by the number of months between the provider's fiscal 

yea? end and March 31. (i.e.,June 30 = 9; September = 

6 ;  December 31 = 3 ) .  

Trend Factor 


The trend factor adjusts the operating costs from the mid­


point of the December 31 common year to the mid-point of the 


reimbursement period (March31). This would adjust the operating 


cost fora period of twenty-one (21 months). 


The trend factor is calculated by the following steps (an 

example is on page 26j): 

DATE
TN NO 97-07RECEIVED nov 0 7 7 - : 7  
SUPERSEDESDATEAPPROVED 

TN NO 89-05 DATEEFFECTIVE 




by  2)  

f o r   

Page 26e 

t h e  w e i g h t  (Columnpercent1. 	 M u l t i p l y  r e l a t i v e  the growth 

c o l m n  3) f o r  each o f  theexpensecategor ies i n  Column 1. 

g r o w t hf o r  q u a r t e rThe p e r c e n t  i s  t h e  e n d i n g  December 31 one 

y e a ra f t e rt h e  common year  end ( i . e .  89:4) 

determined i n  1 above a r e  T h i s2. 	 The amounts t o t a l e d .  r e s u l t s  

i n  t h e  t r e n d  f a c t o r  (Column 4, l i n e  9). 

expense theNOTE: 	 Where d a t ai sn o ta v a i l a b l ef o r  an category 

ove ra l lpe rcen tage  may beused. 
-

Educat ionTrendFactor  

The E d u c a t i o nT r e n dF a c t o ri sc a l c u l a t e db yt h ef o l l o w i n gs t e p s  

(anexample i s  onpage 2 6 j ) :  

a .C a l c u l a t et h ea d j u s t e dr e l a t i v ew e i g h t .  

1. T o t a lr e l a t i v e  categor iest h e  w e i g h tt h e  expense 

1) wages andsalar iesand 2 )  employeebenef i ts .  

(example 55.83 + 9.8 = 65.63) 

2. 	 The r a t i oo ft h er e l a t i v ew e i g h t  (i.e. B wages = 55.83) 

t o  t o t a lt h e  o f  r e l a t i v e  t h et h e  w e i g h t s  (65.63) i s  

a d j u s t e d  r e l a t i v e  w e i g h t  (i.e. , 55.83 - 65.63 = ,8507) 

Supersedes TN # new DateReceived 
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